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REGIONAL TRENDS

by P aul E. Polzin
T h is year, o u r u su a l focus on M ontana's
economy w ill he extended to n in e adjacent
states a n d three C anadian provinces. T his
com parative a n alysis allow s u s to view
M ontana fro m a broader perspective, a n d to
system atically id en tify trends a n d factors
th a t affect the entire region.
O ur a n alysis proceeds in three steps.
F irst we exam ine general economic in d ica 
tors to determ ine overall trends in M ontana
a n d other areas. Then we id en tify causes o f
the trends; in m o st cases, th a t m eans
probing basic industries. F inally, we look a t
forecasts fo r the future.
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General Economic Indicators
ost people have heard newscasters discuss such
economic measures as the Gross National Product
(GNP) and the Index of Leading Economic
Indicators (ILEI). While the GNP and ILEI have
been useful in gauging performance and trends in the overall
U.S. economy, they don’t provide much help understanding the
conditions in a given state or local economy. So when analyzing
overall performance and trends at the local level we turn to
three other indicators: Population, per capita income, and
nonfarm labor income.
These three measures quantify parts of a local economy.
They may suggest conflicting directions for any given period,
but taken together they provide an accurate overview of local
economic trends.

M
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Population

Fig. 1 shows the 1990 population for our sample region’s ten
states and three provinces. These figures permit rough compari
sons of relative size. Note that Washington is the most populous
entity in our sample region, with almost 5 million people,
followed fairly closely by Minnesota at 4.4 million, and not so
closely by Colorado at 3.3 million.
Of the Canadian provinces surveyed, British Columbia has
the largest population at about 3.1 million; it is the fourth most
populous entity overall. Oregon, Alberta, Utah, Idaho, and
Saskatchewan occupy the mid-range, with populations between
almost 3 million and 1 million. With about 800,000 people,
Montana has the fourth smallest population among our 13 states
and provinces.
Population changes over the last twenty years provide good
indicators of the relative performance of the states and prov
inces. Table 1 shows average annual compound growth rates
from 1970 to 1980 and from 1980 to 1990 for each state and
province, and for the U.S. and Canada as a whole.
Note that between 1970 and 1980, the number of Montanans
increased about 1.25 percent per year, while the U.S. average
was 1.10 percent per year. Overall for that decade, seven in ten
states experienced annual population growth rates greater than
the national average. Wyoming (3.58 percent) and Utah (3.29
percent) headed the list. In Canada, Alberta grew at more than
double the national rate and British Columbia was not far
behind. Saskatchewan increased at less than the nationwide
figure.
The next decade virtually reversed these population patterns,
especially in the United States. Between 1980 and 1990,
population growth rates decelerated in all ten states. Moreover,
growth rates fell below the national average for seven in ten
states. Montana’s population rose a scant 0.13 percent per year
from 1980 to 1990, compared with the national rate of 0.94
percent per year.
Population growth also declined significantly in British
Columbia and Alberta, but remained greater than the Canadian
national average. Saskatchewan’s slow pace improved some
what, but still was below the nationwide 1980-1990 rate.
Overall, population trends were remarkably similar across the
region during the 1970s and the 1980s. Specifically, almost all
the region’s state and provincial populations grew faster than
their respective national average during the 1970s. In the 1980s,
however, growth rates decelerated; many states and one
province’s population growth fell below national averages.
Interestingly, our other general economic indicators suggest a
similar pattern. Between the 1970s and 1980s, almost all the
thirteen states and provinces experienced decelerating growth—
and many dropped from above to below their respective national
average.
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Figure 1

Popu lation , 1990

Sources: Bureau of Economic Analysis, U.S. Department of
Commerce; Statistics Canada.

Table 1

Population, Average Annual Growth Rate
1970-1980
Wyoming
Utah
Idaho
Colorado
Oregon
Washington
Montana

1980-1990
3.58%
3.29%
2.84%
2.72%
2.32%
1.97%
1.25%

Washington
Utah
Colorado

1.68%
1.62%
1.27%

United States 1.10%

United States

0.94%

Minnesota
North Dakota
South Dakota

Oregon 0.80%
Minnesota 0.72%
Idaho 0.63%
Montana 0.13%
South Dakota 0.07%
North Dakota -0.28%
Wyoming -0.50%

0.69%
0.57%
0.35%

Alberta 2.99%
British Columbia 2.28%

Canada

1.22%

Saskatchewan

0.19%

British Columbia
Alberta

1.61%
1.45%

Canada 1.02%
Saskatchewan

0.42%

Sources: Bureau of Economic Analysis, U.S. Department of
Commerce; Statistics Canada.
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Figure 2

Per C apita Personal Incom e, 1990

Table 2

Per C apita P ersonal Incom e, A verage Annual
G row th R ate (C onstant 1990 Dollars)
1970-1980
Wyoming
North Dakota
Colorado
Washington
South Dakota
Oregon
Montana
Minnesota
Idaho

1980-1990

3.99%
3.06%
2.69%
2.46%
2.43%
2.31%
2.28%
2.23%
2.04%

South Dakota2.01%

United States 1.95%

United States1.81%

Utah 1.79%

Sources: Bureau of Economic Analysis, U.S. Department of
Commerce; Statistics Canada.

Minnesota 1.69%
Colorado 1.25%
North Dakota 1.24%
Idaho 1.23%
Utah 1.11%
Washington 1.06%
Oregon 1.02%
Montana 0.83%
Wyoming -0.90%

Saskatchewan 6.03%
Alberta 5.47%
Britsih Columbia 4.53%

Canada 4.07%

Saskatchewan 1.11%
British Columbia 0.80%
Alberta 0.71%

Per Capita Income

Per capita income is equal to total personal income from all
sources divided by population. It includes labor income (from
participating in the production of goods and services); transfer
payments (which include social security benefits); and divi
dends, interest, and rents. A measure of economic well-being,
per capita income shows how well off the average person is.
And it suggests the “purchasing power” a typical person in the
area has at their disposal.
Figure 2 shows regional 1990 per capita incomes. For clearer
comparison, we've converted each state and provincial per
capita income to a percentage of its national average. This
tactic also eliminates problems caused by different currencies.
The striking feature of Figure 2 is that no state or province in
the region significantly exceeded its national average. Washing
ton (102 percent), Colorado (101 percent), and Minnesota (100
percent) hovered close; so did British Columbia (102 percent)
and Alberta (99 percent). Per capita incomes were lowest in
Utah (76 percent), Saskatchewan (80 percent), and North
Dakota (81 percent). Nationwide comparisons of 1990 figures
show that eastern states and provinces fared best: Connecticut
at 136 percent. New Jersey with 135 percent, and Ontario at
113 percent
Per capita income is an even more obvious indicator than

4
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Sources: Bureau of Economic Analysis, U.S. Department of Commerce;
Statistics Canada.

population of the region’s decelerating growth rates. As Table 2
shows, only Utah’s per capita income growth rate fell below the
national average during the 1970s; the other twelve states and
provinces grew faster. But from 1980 to 1990, the exact oppo
site occurred: South Dakota grew faster; all the rest grew
slower.
Here in Montana, 1990 per capita income was 82 percent of
the U.S. average—ahead only of Utah, Saskatchewan, and North
Dakota. Back in 1980, though, Montana’s per capita income
was about 90 percent of the nationwide figure. From 1980 to
1990, Montana’s per capita income rose only 8.7 percent;
except for Wyoming, that was the region’s slowest growth rate.
Nonfarm Labor Income

Nonfarm labor income is equal to wages and salaries;
proprietors’ income; and other labor income of all employed
persons except farm and ranch workers. It gauges a state’s
overall economic activity in much the same way Gross Domes
tic Product now measures the overall U.S. economy. Gross
Domestic Product is available for the Canadian provinces, and
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will be used here. As with per capita income, inflation
effects have been eliminated by converting nonfarm
labor income and Gross Domestic Product figures to
constant dollars.
During the 1970s, nonfarm labor income and Gross
Domestic Product increased at a fairly rapid clip
throughout the region. As Figure 3 shows, growth in all
thirteen states and provinces exceeded nationwide rates.
With an average annual increase of 8.55 percent per
year, Wyoming grew fastest. In Canada, Alberta was
the leader, increasing 6.18 percent per year. Montana’s
nonfarm labor income rose an average of 3.72 percent
per year, well above the U.S. figure of 2.46 percent per
year.
Focused on the 1980s, Figure 4 clearly shows the
region’s decelerating economies. All thirteen states and
provinces experienced slower growth. Among the
states, only Utah exceeded the U.S. average;
Saskatchewan almost equaled the Canadawide figure.
Montana’s nonfarm labor income declined an
average of 0.4 percent per year over the 1980s. Al
though the state experienced some slow growth late in
the decade, its economy (as measured by nonfarm labor
income) was smaller in 1990 than in 1980. North
Dakota and Wyoming also experienced overall declines
between 1980 and 1990.

Figure 3 &4

Nonfarm Labor Income (U.S.) & Gross Domestic Product (Canada),
Average Annual Growth Rate, 1970 - 1980

Average Annual Growth Rate, 1980 -1990

Focus on Montana
Annual data for nonfarm labor income also can
provide a more detailed picture of Montana’s economic
trends. During the 1970s, for instance, the state experi
enced almost continual growth. Two brief decelera
tions— 1969-70 and 1974-75—coincided with national
recessions. However, the 1980s told a different story.
Beginning with a growth peak in 1979, we can identify
four distinct periods over the 1980s:

* Canadian data are available only through 1989
Sources: Bureau of Economic Analysis, U.S. Department of Commerce;
Alberta Bureau of Statistics; British Columbia Planning and Statistics
Division; and Saskatchewan Bureau of Statistics.

• 1979 to 1982, significant declines; nonfarm labor
income dropped by 10 percent.
• 1983 and 1984, declines ended; nonfarm labor income
stabilized, even increased slightly.
• 1985 to 1987, smaller declines; nonfarm labor income
turned down again, but not as sharply.
• 1988 to 1990, very slow growth; Montana’s so-called
“fragile recovery.”
Montana’s Basic Industries

Montana’s economic growth is largely determined by basic
industry activity. Generally, basic industries depend on

Montana Business Quarterly!Spring 1992

out-of-state markets or are otherwise influenced by factors
beyond state borders. Labor income from workers in the basic
industries represents new funds injected into an economy. New
funds create additional income as they are spent and respent in
the state.
Montana’s basic sector primarily depends on natural resource
industries (agriculture, mining, wood and paper products). But
other industries also satisfy the basic definition—including
nonresident travel (tourism), the federal government, railroads,
and certain types of manufacturing. Derivative industries, by
contrast, primarily serve local populations; examples include
retail trade, services, and local government.
Basic industries are best analyzed in terms of labor income
rather than employment, output, or production because the
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Nonfarm L abor Incom e & L abor Incom e in B asic Industries,
M ontana, 1969-1990

Source: Bureau of Economic Analysis, U.S. Department of Commerce.

amount of basic industry labor income earned and spent in a
local area more profoundly affects that economy than the
number of basic workers, the board feet of timber, or the ounces
of gold produced. Moreover, because aggregate new dollars are
what count here, it makes little difference whether $30,OCX) of
basic labor income represents the salary of one worker, or the
incomes of two workers each earning $15,000.
Changes in basic industries may have driven recent trends in
Montana’s economy. But these changes don’t provide a com
plete explanation for each blip and squiggle in the state’s growth
rate, nor are they the only cause of changes in the derivative
industries. National factors rather than local changes may affect
some of the derivative industries. For instance, Montana’s
health care industry appears to be growing independently of
basic industry trends in local economies.
One more caution: Our analyses are based on the best
available data, but are not necessarily accurate to the last cent.
Also, complete information was not available for some basic
industries, so we were forced to make a few “ballpark” esti
mates.
Figure 5 shows the extreme volatility of agriculture,
Montana’s largest basic industry. Easily identifiable are Mon
tana agriculture’s very good years in the early 1970s, and the
back-to-back drought years of 1984 and 1985. Also visible in
the state’s labor income for nonfarm basic industries is the
mirror image of trends outlined above. Specifically-
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• The 1970s - Montanans first heard of the
energy crises and braced for runaway growth built
on coal resources. In reality, the more traditional
basic industries increased. Due to wheat exports
and high cattle prices, for example, agriculture had
several consecutive years of unprecedented
profitability early in the decade. (The impact of peak
agricultural profits on derivative industries tends to
spread over several years, and may not be identified easily
in the graph.) Also, the wood products industry expanded
late in the decade; new processing plants were built and
mills generated output as national demand rose.
• 1979 to 1982 - widespread declines among all basic
industries drove nonfarm labor income down by 10
percent. Two factors were at work: the country’s
worst postwar recession, and permanent shutdowns.
Cyclic declines were exacerbated in Montana by
Milwaukee Railroad’s shutdown, by the closures of
refineries in Anaconda and Great Falls, and by
other events. The long awaited energy boom
happened—but in oil and gas exploration, not coal
mining; this helped moderate declines in other
basic industries.
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Figures 6,7,8,9.10 & 11

Nonfarm Labor Income & Labor Income in Selected Basic Industries, 1969-1990
Billions of 1990 dollars

• 1983 and 1984 - the U.S. economy recovered and began
a period of sustained growth which ended only with the
1990 recession. In Montana, declines ended and basic
industries stabilized; wood and paper products experienced
sizable increases. But oil and gas turned downward as the
energy boom waned.
• 1985 to 1987 - overall declines were relatively small. Only
two Montana nonfarm basic industries declined: railroads,
and oil and gas. Most remained stable.
• 1988 to 1990 - a fragile recovery took hold due to sizable
increases in nonfuel minerals (primarily precious metals)

Montana Business Quarterly/Spring 1992

mining and nonresident travel (tourism). Certain types of
manufacturing and the military (a new tanker wing at
Malmstrom AFB) also enjoyed modest increases.

Trends in Nearby States
As Figures 6 through 14 show, other states in the region
experienced conditions roughly similar to those in Montana.
Namely, the 1970s brought almost uninterrupted growth, while
the 1980s saw periods of decline and stability; when and where
it occurred, economic growth was slower. We lack the local
knowledge to explain each state’s situation. But some regional
trends are:
• The 1980-82 recession’s impact was strong regionwide (as

7
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Figures 12,13 & 14

Nonfarm Labor Income & Labor Income in
Selected Basic Industries, 1969-1990

overall increases, but at relatively modest rates.
• During the mid- and late-1980s, North Dakota’s economy
was stable while Wyoming experienced significant
declines.

Nonfarm Basic Industries Regionwide

Source: Bureau o f Economic Analysis, U.S.
Department of Commerce.

compared to the current one). All nearby states except
Utah and Colorado experienced significant declines during
1980-82.
• As the U.S. economy recovered, so did the region’s
populous states: Colorado, Utah, Minnesota, Oregon, and
Washington renewed their relatively rapid growth.
• Beginning in 1983, Idaho and South Dakota experienced

8

Most of the region’s economic trends may be explained in
terms of nonfarm basic industries. Generally, in the 1970s
nonfarm basic labor income grew rapidly; it declined in 197982; and renewed growth through the 1980s. Nonfarm labor
income also reflects most of the basic industries’ significant
turning points.
Here as elsewhere, though, the explanation isn’t always
complete. Sometimes nonfarm labor income trends diverge from
basic industry trends for certain periods—perhaps because our
knowledge is incomplete. We’ve analyzed Montana’s economy
for years and are confident important basic sectors aren’t left
out; our expertise for other states isn’t at the same level. We
analyzed the same basic industries in each state, and may not
have accounted for something uniquely important—major
metropolitan areas, for instance, and their stature as centers of
national and international commerce. With these constraints in
mind, some state-specific highlights follow:
Colorado: The data reflect a late 1980s growth spurt in
nonfarm labor income, yet the nonfarm basic industries declined
during the period. This apparent anomaly may be due to basic
activities in Denver and other major metropolitan areas which
are not identified in the graph. Diversified manufacturing was
the major cause of growth in the 1970s, while an oil and gas
boom fueled increases in the i980s.
Idaho: Expanded manufacturing activity, mostly around
Boise, drove Idaho's growth in the late 1980s.
Minnesota: Basic activities connected with the Twin Cities
area and not specified on the graph, may account for the
divergence between nonfarm and basic labor income in the late
1980s. Much of the electronics industry is located near Minneapolis-St. Paul.
North Dakota: This economy is most similar to Montana in
terms of overall trends in the 1970s and 1980s. The data clearly
shows good farm years in the early 1970s, and the oil boom and
bust.
Oregon: The wood products industry’s cyclic impact, and its
effect on nonfarm labor income is clear in the data.
South Dakota: Increases in the late 1980s are due to manu
facturing growth. A national financial processing center’s recent
relocation is not identified in basic industry data.
Utah: Salt Lake City’s emergence as a world class metro
politan area may explain recent increases in nonfarm labor
income.
Washington: Despite the growing national and international
stature of Seattle, basic industries seem to account for all
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Figure 15

Figures 16,17 & 18

G ross D om estic P roduct, 1969-1989

Gross Domestic Product in
Selected Basic Industries, 1987

Sources: Alberta Bureau of Statistics; British Columbia Planning ans
Statitsics Division; and Saskatchewan Bureau of Statistics.

A lberta
$18,049 Total basic

significant increases in nonfarm labor income. Boeing domi
nates the transportation equipment category.
Wyoming: The figures for oil and gas exploration and
mining—which includes coal mining— illustrate the energy
boom and bust.

Canada
While our analysis of nearby states is qualified, our analysis
of Canadian provinces is even more so. We’re unfamiliar with
the economies. And the data are different. We’ll use Canada’s
Gross Domestic Product (GDP)— not labor income—to examine
overall trends and basic industries. Canadian GDP measures
value of production, and may exaggerate the importance of high
value products such as petroleum.

British C olum bia
$13,951

Total basic

General Trends

Both British Columbia and Alberta experienced consistent
growth throughout most of the 1970s and 1980s, as did their
more populous American counterparts Minnesota and Washing
ton. Alberta’s population is smaller by a third than British
Columbia’s, but its GDP is roughly equal—perhaps because of
its dependence on petroleum.
British Columbia felt the 1974-75 recession; Alberta did not.
Both provinces experienced the 1980-82 recession. A mid-1980s
oil bust affected Alberta’s economy, but slowed GDP growth for
several years only.
Saskatchewan’s economy remained roughly stable throughout
the 1970s and 1980s, and was largely unaffected by recessions.
It also seemed immune to the dramatic changes in overall trends
felt in adjacent Montana and North Dakota where growth rates
decelerated sharply between the decades.
The Basic Industries

Because of our unfamiliarity with Canadian local economies
and data, we present basic industry GDP figures for one year

Montana Business Quarterly/Spring 1992

Saskatchew an
$5,477

Total basic

Sources: Statistics Canada.

only. We’ve chosen industries which are roughly consistent with
those in the U.S. data. What follows is a general look at indus
tries important to each province’s economic base.
In British Columbia, the wood and paper products industry
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Figure 19

Gross Domestic Product, United States, First Quarter 1990 - Fourth Quarter 1993,
Actual & Projected

Source: The WEFA Group; Bureau of Economic Analysis, U.S. Department of Commerce.

Recession Scorecard
Before we turn to regionwide forecasts, let’s quickly examine
the current recession’s impact in the U.S. and Montana econo
mies.
U.S. Economy

The economy decelerated during the first three quarters of
1990, then slid into a recession during the last quarter of 1990
and first quarter of 1991. The recession was short and mild, but
recovery stalled in late 1991. Slower than expected growth in
1991 was caused by:
• slower employment growth
• depressed consumer sentiment
• slow durable goods purchases
• national defense spending cuts
• stagnant investment in nonresidential construction
• less spending by state and local governments

dominates. Next most important to the economic base are
manufacturing and mining (primarily nonfuel minerals).
Oil and gas extraction and refining is Alberta’s largest basic
industry by far. Next comes manufacturing, and then agricul
ture.
Tied for first among Saskatchewan’s basic industries are
agriculture and mining (which includes oil and gas as well as
nonfuel minerals). Manufacturing is a distant third.
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A moderate recovery is projected to begin in mid-1992 because:
• consumer confidence will rebound; recent record-breaking
plunges do not reflect fundamental weaknesses in the
economy
• inflation remains low
• low interest rates will encourage investment by business
and individuals
• low interest rates will weaken the dollar and encourage
exports
• consumer services will continue to grow

Montana Business Quarterly!Spring 1992
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Figures 21,22 & 23

Index of Consumer Sentiment
November 1982 - December 1991

Figure 24

Nonfarm Labor Income, United States
and Montana

Montana Economy

Figure 25

Projected Nonfarm Labor Income,
United States and Montana

As expected, the 1990-91
recession has been milder in
Montana than in the United
States as a whole. The
Montana Index of Consumer
Sentiment, however, paral
leled U.S. trends and
declined in late 1991.
Consumer sentiment deterio
rated in all regions of the
state, even those not usually
affected by the business
cycle.
After the U.S. economy
begins recovery, growth in
Montana will once again lag
behind the rest of the nation.

Source: Bureau of Business and Economic Research,

Montana Poll, The University of Montana.

Montana Business Quarterly!Spring 1992

Sources: The WEFA Group; Bureau of Economic
Analysis, U.S. Department of Commerce; and
Bureau of Business and Economic Research,
Economics Montana, The University of Montana.
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Forecasts of the Future

Figure 26

The last step in our analysis is to look at the future. It’s
difficult to find a consistent format for comparison, though,
when analyzing projections derived by many different local
experts. Projections are prepared by those who know the local
economic characteristics and conditions. And they’re prepared
to suit local needs. Consequently, we may find employment
forecasts for one state, tax revenue projections in a second, and
other variables emphasized elsewhere.
For the states in our region, we present forecasts of nonfarm
labor income based on a framework developed by the U.S.
Bureau of Economic Analysis. This approach provides an
advantage: namely, we can focus our forecasts on a single
important variable that is derived using a common methodol
ogy. The disadvantage is that forecasts do not incorporate the
best local knowledge. We emphasize long-run trends by
presenting forecasts for the 1990-97 period; this does minimize
the impact of the immediate situation. Unfortunately, there are
no similar projections for the Canadian provinces.
Washington, Utah, Oregon, and Minnesota are projected to
have nonfarm labor income growth above the national average
between 1990 and 1997. All four have populations greater than
the national average, and relatively low natural resource
dependence.
Three states will experience moderate growth in nonfarm
labor income for 1990-97: Colorado has low resource depen
dency and a large population; Idaho and South Dakota are
relatively small and their economies highly resource industry
dependent.
Montana and North Dakota will grow slowly from 1990 to
1997. Both experienced overall nonfarm labor income declines
in the 1980s. These two states have relatively small populations
and are moderately dependent on natural resource industries.
Only Wyoming is projected to have declining nonfarm labor
income between 1990 and 1997. This continues its overall trend
of the 1980s, but decreases will be at a slower rate. Wyoming
has the region’s smallest population and its economy is highly
dependent on resource industries. ■

Projected Nonfarm Labor Income
Percent Change, 1990 -1997

12

Source: Bureau of Business and Economic Research
based on data provided by the Bureau of Economic
Analysis, U.S. Department of Commerce.

Paul E. Polzin is director o f the Bureau o f
Business and Economic Research and profes
sor o f management. School o f Business
Administration, The University o f Montana,
Missoula, Montana.
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M ontana’s Major Urban Areas
Trends and Forecasts
by Paul E. Polzin
This year's regionwide emphasis precludes any detailed study
o f Montana's local areas. However, we do want to provide a
brief summary o f important trends and forecasts in the state's
major urban areas. That information follows.
The 1980-82 recession was relatively mild in Billings. But
nonfarm labor income turned downward at mid-decade due to
declines in oil and gas, food products (meat packing), railroads,
and other manufacturing. Trade center activity is Billings’
largest basic industry.

The cyclic pattern of Missoula’s economy is caused by its
basic industries. Labor income in the wood and paper products
and other basic industries exhibits a classic cyclic profile; note
declines in 1969-70, 1973-74, and 1980-82. The recent growth
in trade center activities occurred mostly in the export compo
nent of medical services— that is, nonresidents coming to
Missoula for treatment.

Cascade County’s economy has been roughly stable in the
1980s. Interestingly, the data are contradictory when we try to
assess the economic impact of Malmstrom Air Force Base. The
early 1970s’ peak staffing at the base seems to have had little
effect on Cascade County’s nonfarm labor income. Labor
income declined in 1979-82 when base staffing also declined;
but the Anaconda smelter closed during that period too. So it
remains difficult to isolate the base’s impact. It may be rela
tively weak because the Base Exchange is supplied by some
non-local wholesalers and because many service people live on
base.
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Flathead County was one of the fastest growing areas in
Montana during the 1980s, but growth rates have decelerated
since mid-decade. Wood products and primary metals refining
are the two largest basic industries. Both were responsible for
cyclic declines in the mid-1970s and early 1980s, and along
with nonresident travel, were the factors behind the 1980s’ rapid
growth. Kalispell is close to trade center status, which accounts
for the projected growth in nonfarm labor income, accompanied
by a decrease in the basic industries.

Bozeman was another fast-growing urban area in Montana,
but increases moderated in the late 1980s. Both the growth and
slowdown can be traced to basic industries. Montana State
University and manufacturing (which includes a significant
number of high tech firms) were increasing in the 1970s and
early 1980s, and have been stable or declining since 1985.
Nonresident travel increased significantly in the late 1980s.

Helena has a stable economy dominated by state and federal
governments—both noncyclic industries. State government was
primarily responsible for increases in the 1970s and for 1980s’
stability. (State workers’ wage freeze is clearly visible in the
mid-1980s data.) Recent increases in trade center activity
mostly occurred in health care.

14
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Table 1

Population and C hange in Selected
M ontana C ounties, 1 9 7 0 ,1 9 8 0 ,1 9 9 0
1970

Population
1980

1990

Percent Change
1970-80
1980-90

Cascade
81,894
Flathead
39,460
Gallatin
32,505
Lewis & Clark
33,281
Missoula
58,263
Yellowstone
87,367
Butte-Silver Bow & 57,633
Anac.-Deer Lodge
Rest of Montana
304,006

80,696
51,966
42,865
43,039
76,016
108,035
50,610

77,691
59,218
50,463
47,495
78,687
113,419
44,219

333,463

327,873

9.6%

-1.6%

Montana

786,690

799,065

13.2%

1.5%

694,409

-1.4%
-3.7%
31.6% 13.9%
31.8% 17.7%
29.3% 10.3%
30.4%
3.5%
23.6%
4.9%
-12.1% -12.6%

Source: Bureau of the Census, U.S. Department o f Commerce.

sources: Bureau o f Economic Analysis, U.S. Department of Commerce; and
Bureau of Business & Economic Research, The University of Montana.

Butte-Anaconda nonfarm labor income decreased by almost one-third between 1979 and
1986. This trend was caused primarily by the Anaconda Company’s demise. The company
shut down its Anaconda smelter during 1980 and closed the Berkeley Pit in 1983. ButteAnaconda’s economic base is now smaller, but more diverse; the Montana Power Company
and its subsidiaries comprise the largest component.
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Regional Resource Industry Dependency
by Larry D. Swanson
s the fourth largest state in the nation, Montana—
How does Montana compare with other states in the region in
or portions of it—is regularly included in several
terms of its dependence upon these natural resource industries
different regions. Northwestern Montana, for
today vs. ten years ago? How did these industries fare during
instance, is often considered part of the greater
the 1980s from one region to the next? And how have resource
Pacific Northwest, a region extending from northern California
industry trends affected overall economic conditions among
up through Oregon, Washington, and into British Columbia.
states in the region? These questions are addressed in the
Eastern Montana often views itself as part of the Upper Great
following analysis and discussion.
Plains which extends from the Dakotas and Minnesota to
Figures 1, 2, and 3 show what occurred during the 1980s in
Saskatchewan and Manitoba. Moreover, the mountain range
the overall level of labor income directly generated in natural
running north and south through western Montana physically
resource industries in the above-mentioned three regions. Figure
links the state to the Rocky Mountain region which stretches
1 covers the Pacific Northwest region and includes data for
from the mountainous areas of Colorado and Utah up through
Washington, Oregon, and Idaho. Data for Colorado, Utah, and
Alberta and eastern British Columbia.
Wyoming are included in Figure 2, covering the Rocky Moun
The economies of all three regions—the Pacific Northwest,
tain region. Figure 3 shows labor income in natural resource
the Upper Plains, and the Rocky Mountains—are relatively
industries of the Upper Plains region; it includes data for
dependent upon natural resource industries. As mentioned
Minnesota, North Dakota, and South Dakota. Montana’s natural
earlier in this issue, natural resource dependency greatly
resource industry labor income is isolated in Figure 4. Because
influences overall economic conditions among states and
of data limitations we are unable to present comparable figures
provinces in the region. However, this dependency varies
for the Canadian provinces.
considerably among states in the region and is changing over
Figures 1 through 4 include all labor earnings received by
time as many natural resource industries decline.
wage and salary employees and by self-employed individuals

A
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Figures 1,2 &3

Regional Labor Income in the Natural Resource Industry Sectors, 1979 - 90

Source: Bureau o f Economic Analysis (BEA), U.S. Department of Commerce. (Washington, Oregon, and Idaho are included in the Pacific Northwest. Colorado,
Utah, and Wyoming are included in the Rocky Mountains. Minnesota, North Dakota, and South Dakota are included in the Upper Plains region.)

working in these industries. Also included are labor income data
for farming and ranching (or agricultural production) and food
processing. The figures also include labor income data from
logging and wood and paper products manufacturing; coal
mining and oil and gas exploration, production, and refining;
and nonfuel mineral industries including metal and nonfuel,
nonmetal mining and primary metals processing.
The 1980s were a difficult period for many of the region’s
natural resource sectors. Real labor income has improved
somewhat recently, but in all three regions it is less today than
at the start of the 1980s: it is down 5 percent in the three Pacific
Northwest states; down 16 percent in the Rocky Mountain
states; and down 11 percent in the three Upper Plains states.
Nationwide over the same period, labor income in these natural
resource industries fell 14 percent.
Figure 4 shows labor income levels for Montana’s natural
resource industries during the 1980s. Total labor income in 1990
was a full 22 percent less than in 1979. Only two other states in
the region had greater percentage declines in these resource
industries than Montana: North Dakota, where real labor income
declined by 32 percent; and Wyoming, where it declined a
staggering 39 percent. Within the region, these same three state
economies struggled the most during the 1980s.
After severe declines in early and mid-decade, agriculture
has largely recovered in all three regions. (In fact, agriculture
and food processing labor income in both the Pacific Northwest
and Rocky Mountain states is higher in 1990 than in 1979). But
total labor income in non-agricultural resource sectors remains
considerably below 1979 levels: it is down 25 percent in the
Pacific Northwest states and down 35 percent in the Rocky
Mountain states. In 1990, Montana’s real labor income for nonagricultural resource sectors was a full 30 percent lower than in
1979. As a result of these declines, nine of the region’s ten
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states—including Montana—are less resource industry depen
dent today than when the 1980s began.

Declining Resource Industry Dependency
Generally, one gauges the natural resource dependency of a
state economy by measuring the percent of total labor income
directly attributable to such resource industries. The greater the
percentage, the greater a state’s economic dependency on
natural resource industries.
Figure 5 shows regional resource industry dependency in
1979 and in 1990; it includes comparisons for each of the ten
states and for the U.S. economy as a whole. With one exception
(Colorado in 1979), all states in the region were more dependent
on resource industries in both 1979 and 1990 than the U.S.
Figure 4

Natural Resource Industry Labor Income

Source: Bureau of Economic Analysis.
* Includes energy, mining, and wood and paper
industries.
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I Figures5&6

State Resource Industry Dependency
Share of Total Labor Income, 1979 vs. 1990

Percentage Change in Resource Industry
Dependency, 1979 - 90

Source: Bureau of Business and Economic Research, The University of Montana (resource industries include sectors in agriculture and food, wood and
paper products, energy, and mining.)

economy as a whole. Wyoming, South Dakota, and Idaho are
the region’s most resource dependent states; over 20 percent of
each state's total labor income came from natural resource
industries in both 1979 and 1990. The least resource dependent
states are Colorado, Utah, Washington, and Minnesota, each
with 12 percent or less total labor income among resource
industries in 1990. Oregon and Montana fall about in the
middle. In both states, resource industries accounted for about
15 percent of total 1990 labor income.
Figure 6 shows change over time in the region’s resource
industry dependency. Only Idaho increased its dependency; all
other states in the region are considerably less dependent today
than ten years earlier. Utah’s decline was especially striking—
total labor income directly accounted for by resource industries
fell by 37 percent between 1979 and 1990. Montana’s resource
industry share of total labor income fell by 17 percent. These
declines are consistent with what occurred nationally; the U.S.
economy’s dependence upon natural resource industries de
clined by over 30 percent during the decade.

Agriculture and Food
Figures 7 and 8 show levels of labor income and employment
in agriculture and food processing during the 1980s for all ten
states in the region, including Montana. Labor income fell early
in the decade, then recovered during the latter part of the
decade. Employment levels remained steady for the same
period; employment gains in agricultural services offset losses
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among farm and ranch owners and operators.
Overall during the 1980s, agricultural producers in the
Pacific Northwest and Rocky Mountain states have done
considerably better than in the Upper Plains; they've posted real
labor income gains of over 30 percent while Plains states’
farmers lost ground by 17 percent. (See Table 1.) Combined
agricultural labor income for Washington, Oregon, and Idaho
now actually exceeds that of the traditional farm states. North
and South Dakota and Minnesota. The same overall trend exists
for farm employment figures.
Table 1 also breaks out figures for Montana alone. Note that
by 1990—after a disastrous drop in the mid-1980s—Montana’s
agricultural income and employment had almost recovered to
1979 levels.
The degree to which a given local area depends on agricul
tural production varies considerably in the ten-state region. (See
the map in Figure 9a.) The region’s three most agricultural
dependent counties are all in eastern Colorado: Agricultural
production accounted for over 66 percent of that area’s total
labor income in 1989. Montana’s most agricultural dependent
counties are in the east central portion of the state: Petroleum
and Garfield Counties each derive 60 percent of their total labor
income from agriculture. As a whole, agricultural dependency is
most pronounced in southwest Minnesota, North and South
Dakota, eastern Montana, southern Idaho, and eastern Oregon
and Washington.
Growth in the value-added food processing sector is
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Table 1

Figure 7

R egion-by-R egion T rends in L ab or Incom e and E m ploym ent
Labor Income: LI (Mil. $90)
Employment: E (Thous.)
Agricultural Production*
U
Pacific Northwest
E

Percent CChange
1979 - 90 1985 - 90

1979

1985

1990

$4,090
230

$3,457
234

$5,605
258

+37%
+12%

+62%
+10%

Rocky Mountains

U
E

$1,440
93

$1,159
101

$1,932
101

+34%
+9%

+67%
0%

Upper Plains

LI
E

$5,786
262

$3,867
249

$4,818
225

-17%
-14%

+25%
-10%

Montana

U
E

$484
37.1

$48
36.0

$476
35.4

-2%
-5%

+892%
-2%

LI
E

$2,065
76

$1,861
72

$1,997
80

-3%
+5%

+7%
+12%

Rocky Mountains

LI
E

$1,011
36

$977
34

$1,064
39

+5%
+9%

+9%
+15%

Upper Plains

U
E

$1,932
62

$1,684
56

$1,828
62

-5%
0%

+9%
+10%

Montana

LI
E

$108
4.1

$72
2.7

$61
2.6

-43%
-38%

-14%
-4%

Food Processing
Pacific Northwest

Regionwide Labor Income in Agriculture
and Food Processing, 1979 - 90

Source: Bureau of Business and Economic Research, The University of Montana (using data from
the Bureau o f Economic Analysis, U.S. Dept, of Commerce.)
'Includes farm income and agricultural and fishery services.
Note: Washington, Oregon, and Idaho are included in the Pacific Northwest. Colorado, Utah, and
Wyoming are included in the Rocky Mountain region. Figures for the Upper Plains include
Minnesota, North Dakota, and South Dakota.

Source: Bureau of Economic Analysis, U.S. Dept,
of Commerce.
♦Includes farm income and ag and fishery services.

something all these states covet, but few have
enjoyed. As Figures 7 and 8 show, the region
as a whole has experienced very little change
in the size of this sector over the past decade.
However, all three subregions experienced
some growth in income and employment
more recently; Utah and Washington had the
biggest gains. Montana’s food processing
sector has steadily declined, although at a
slower rate in more recent years.
See article by Myles Watts in this issue for
a discussion of this sector’s state and regional
outlook.

Source: Bureau o f Business and Economic Research, The University of Montana (using U.S. Dept, of Commerce data).
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Regionwide Employment in Agriculture
and Food Processing, 1979 - 90

Source: Bureau o f Economic Analysis, U.S. Dept,
of Commerce.
"‘Includes farm income and ag and fishery services.

Wood and Paper Products
While agricultural production is spread throughout the
region, logging and wood products manufacturing are concen
trated in Oregon, Washington, Idaho, and far-western Montana.
(See the map in Figure 9b.) A sizable wood products industry
exists in Minnesota as well, but is not reflected in the map
because county-level data is withheld for proprietary reasons.
Adams County, south of Lewiston on the eastern edge of

Idaho, is the single most dependent county in the entire region
on logging and wood products manufacturing. Next most
dependent are Crook County in Oregon, and Clearwater County
in Idaho—just over Lolo Pass from Missoula. Logging and
wood products manufacturing account for over 40 percent of
area labor income in each of these counties. Montana’s most
timber-dependent areas are Lincoln, Sanders, and Mineral
Counties in the northwest comer of the state, and Granite
County south of Missoula. In each of these counties, logging
and wood products account for 20 to 30 percent of total labor
income.
Figures 10 and 11 show labor income and employment levels
in lumber and wood products, and paper products manufacturing
during the 1980s for the ten-state region. Labor income and
employment fell regionwide early in the decade with nationwide
recessions, then recovered. However, industry labor income in
1990 remained nearly 30 percent below the 1979 level.
During this period in Washington and Oregon, wood products
labor income fell by 37 percent and 34 percent, respectively,
even though Washington’s logging activity declined only
slightly (see Figure 12), and Oregon’s increased by 6 percent.
Montana’s labor income in wood products declined by more
than 30 percent since 1979, even though the state’s logging
activity increased by 17 percent—from 1.1 to 1.3 billion board
feet including logging on both public and private lands. After
marked declines early in the decade, wood products employ
ment in Montana has been generally stable since 1985.
In the paper products sector, labor income and employment
have grown steadily in Idaho and Washington and stabilized in

Source: Bureau o f Business and Economic Research, The University of Montana (using U.S. Dept, of Commerce data).
Note. County-level data for Minnesota were heavily suppressed for proporietary reasons, so Minnesota, which has a large wood products industry, was excluded from
this analysis.
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To&TT
Regionwide Labor Income & Employment in
the Wood and Paper Products Industry
1979 - 90

Table 2

TVends in L a b o r I n c o m e a n d E m p lo y m e n t a m o n g
M a jo r P r o d u c in g S ta te s in th e P a c ific N o r th w e st
Labor Income: LI (Mil. $90)
Employment: E (Thous.)
Lumber and Wood Products’
Oregon
LI
E

Percent Change
1979 - 90
1985 - 90

1979

1985

1990

$3,173
90.7

$2,262
74.4

$2,087
77.3

-34%
-15%

-8%
+3%

$2,081
60.1

$1,364
45.0

$1,320
48.4

-37%
-19%

-3%
+8%

Washington

U
E

Idaho

LI
E

$747
21.3

$519
16.1

$570
18.5

-24%
-13%

+10%
+15%

Montana

LI
E

$379
12.6

$283
10.7

$255
10.7

-32%
-15%

-10%
0%

LI
E

$444
9.8

$432
9.2

$417
9.3

-6%
-5%

-3%
+0%

Washington

LI
E

$729
15.9

$773
16.7

$802
18.3

+10%
+15%

+4%
+10%

Idaho

LI
E

$57
1.4

$84
1.8

$103
2.3

+81%
+67%

+22%
+26%

Montana

LI
E

$31
0.7

$40
0.9

$36
0.8

+15%
+14%

-10%
-9%

Paper Products
Oregon

Source: Bureau of Business and Economic Research, The University of Montana (using data from
the Bureau of Economic Analysis, U.S. Dept, of Commerce).
’Includes lumber and wood products manufacturing and forestry services.
Source: Bureau of Economic Analysis, U.S. Dept,
of Commerce.
’Includes forestry services.

Figure 12

Logging Activity in the Pacific Northwest
and in Montana, 1979 - 89

Oregon after declines in the early 1980s. Montana’s
paper products employment peaked in 1984 and 1985
and has since fallen by 9 percent. Labor income
received by Montana’s paper products workers also
rose before falling in more recent years.
Later in this issue, Charles Keegan discusses the
outlook for this industry.
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Figures 13 & 14

Coal Reserves and Production in the Region
States with the Largest Coal Reserves

Coal Production by States in the Region, 1980 -90

Source: Energy Information Administration (EIA), U.S. Dept, of Energy.

Energy Industries
Next, recent income and employment trends are reviewed in
several energy producing sectors: coal mining and production;
and oil and gas exploration, production, and refining. Figure 13
compares a dozen states across the United States— including
five from the region— which have the country’s largest reserves
of coal. As the graph shows, Montana’s coal reserves are greater
by a considerable margin than any other U.S. state. Montana’s
estimated coal reserves are 120 billion short tons; compare that
to second ranked Illinois’ 78 billion tons. Wyoming’s coal
resources are estimated at 68 billion short tons. Other states in
the region with significant coal reserves are Colorado, North

Dakota, and Utah.
Figure 14 shows the rates at which the region’s coal re
sources are being mined. About 95 million short tons were
mined in Wyoming in 1980; production had nearly doubled by
1990. Montana’s coal production also increased over the period,
but at a much slower rate—from 30 million tons in 1980 to 38
million tons in each of the last three years.
These same coal-producing states also are the region’s chief
producers of oil and gas. Wyoming’s crude oil reserves, esti
mated at 794 million barrels, and natural gas reserves, estimated
at nearly 10,000 Bcf (billion cubic feet), are the largest in the

Figure 15

Oil and Gas Reserves and Drilling Activity in the Region
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Figures 16& 17

Table 3

Regionwide Labor Income & Employ
ment in the Coal and Oil and Gas
Industries, 1979 - 90

Trends in Labor Income and Employment among
Major Energy Producing States in the Region
Labor Income: LI (Mil. $90)
Employment: E (Thous.)

Percent Change
1979 - 90 198? - 90

1979

1985

1990

$255
4.9
$290
5.3
$194
4.3
$76
1.4

$351
6.0
$256
4.1
$157
2.9
$77
1.4

$276
4.9
$186
3.0
$131
2.6
$58
J g fi.i

+8%
+0%
-36%
-44%
-33%
-40%
-24%
-17%

-21%
-19%
-28%
-28%
-17%
-12%
-25%
-21%

$760
17.6
$661
16.9
$157
4.5
$132
3.8

$1,416
32.1
$626
16.5
$176
5.5
$133
3.9

$817
18.6
$401
10.5
$92
3.1
$67
2.1

+8%
+6%
-39%
-38%
-41%
-31%
-49%
-45%

-42%
-42%
-36%
-37%
-48%
-43%
-49%
-46%

$129
2.2
$98
1.9
$119
2.1
$62
1.1

$119
1.9
$96
1.8
$66
1.2
$57
1

$136
2.3
$113
2.1
$64
1.2
$44
0.9

+5%
+5%
+15%
+11%
-46%
-43%
-29%
-18%

+14%
+21%
+18%
+17%
-3%
0%
-23%
-10%

Coal Mining
Wyoming
Colorado

LI
E
LI

Utah

LI

Montana

LI

Oil and Gas Exploration
Colorado
Wyoming
N. Dakota
Montana

LI
E
LI
E
LI
E
LI
E

Petro. Pipelines & Refineries
Washington
Minnesota
Wyoming
Montana
Source: Bureau o f Economic Analysis, U.S. Dept,
of Commerce.

Source: Bureau of Business and Economic Research, The University of Montana (using data from the
Bureau of Economic Analysis, U.S. Dept, of Commerce.)

region. Montana is currently fifth of the ten states in crude oil
reserves and fourth in natural gas reserves.
A brief “boom” in oil and gas drilling occurred in the early
1980s as crude oil prices around the world skyrocketed. But the
increase in drilling activity was short-lived; crude oil prices fell
as quickly as they had risen. (See Figure 15.) Labor income and
employment in the region’s oil and gas industry parallels the
trend in drilling activity, as Figures 16 and 17 show.
Regionwide employment in oil and gas exploration fell from a
high of 82,000 workers in 1981 to its current level of about
39,000. Montana employment in oil and gas exploration
exceeded 7,000 workers in 1981, but now stands at 2,100.
Overall, this region’s energy industries once employed 112,000
workers earning more than $5 billion a year. They now employ
half that many.
Much of the decline is a result of less activity in the oil and
gas industry. However, despite increases in coal production,
employment and labor earnings also are falling in that sector.
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LI
E
LI
E
LI
E
LI
E

For example, while coal production doubled in Wyoming during
the 1980s, labor income received by coal mining workers
increased by only 8 percent, and employment remained about
the same. Montana’s coal mining employment dropped by 17
percent in spite of a 26 percent increase in state coal production.
Regionwide, 1990's coal mining employment is down 25
percent from ten years earlier; Colorado and Utah experienced
the greatest declines.
Thus, coal producers have been able to simultaneously
increase production and decrease employment by expanding use
of labor-saving technologies. Most of the region’s employment
and labor income losses have occurred since the mid-1980s—
which suggests a declining trend will continue. Labor income
received by coal mining workers regionwide has dropped by 23
percent in just the last five years. Montana’s labor income
dropped 25 percent.
Petroleum refineries and pipelines are the value-adding
sectors of this industry. Washington and Minnesota are seeing
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I Figures 18 & 19

T rends in L a b o r In c o m e a n d E m p lo y m e n t a m o n g
M a jo r N o n fu e l M in er a l P r o d u c in g S ta te s in th e R eg io n
Labor Income: LI (Mil. $90)
Employment: E (Thous.)

1979

1985

1990

Regionwide Labor Income & Employmenl
in the Nonfuel Minerals Industry
1979 - 90

Percent <Change
1979 - 90 1985 - 90

Metals Mining
Minnesota
Colorado
Utah
Montana

LI
E
LI
E
LI
E
LI
E

$724
15.4
$456
10.6
$393
9.0
$90
2.3

$265
6.6
$210
4.6
$111
2.3
$38
1.2

$278
6.4
$207
3.6
$140
3.1
$106
2.7

-62%
-59%
-55%
-66%
-65%
-66%
+18%
+18%

+5%
-3%
-2%
-23%
+26%
+37%
+181%
+124%

$233
5.5
$61
1.8
$63
1.7
$30
1.1

$193
4.0
$59
1.7
$45
1.5
$37
1.3

$181
4.0
$60
1.9
$56
1.9
$29
1.1

-22%
-27%
-3%
+4%
-12%
+9%
-2%
-3%

-6%
0%
+1%
+9%
+24%
+27%
-21%
-15%

$789
17.5
$479
11.1
$412
8.4
$138
3.3

$575
12.9
$362
8.9
$241
4.9
$61
1.4

$565
13.2
$470
11.3
$238
5.9
$59
1.2

-28%
-25%
-2%
+1%
-42%
-30%
-57%
-65%

-2%
+3%
+30%
+27%
-1%
+20%
-2%
-18%

Nonmetals Mining
Wyoming
Minnesota
Washington
Montana

LI
E
LI
E
LI
E
LI
E

Primary Metal Industries
Washington
Oregon
Utah
Montana

LI
E
LI
E
LI
E
LI
E

Source: Bureau of Business and Economic Research, The University of Montana (using data from
the Bureau of Economic Analysis, U.S. Dept, of Commerce.)

recent employment and labor income gains in this sector.
However, declines continue in Montana and Wyoming.
The energy industry outlook is mixed. Virtually every future
energy scenario developed by the U.S. Department of Energy
and other forecasters involves increasing use of coal. So coal
production in the region should steadily increase. World crude
oil prices will probably remain at relatively low levels in the
near term, as will levels of oil and gas exploration and drilling
in the region.

Nonfuel Minerals Industry
The nonfuel minerals industry includes several sectors: metal
mining; mining of nonfuel, nonmetal minerals; and primary
metals refining and processing (including processing of both
metal ores and scrap metals). As shown in Figures 18 and 19,
this sector also declined considerably during the 1980s. Labor
income fell from $5.3 billion in 1979 to as low as $2.6 billion in
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Source: Bureau of Economic Analysis, U.S. Dept,
of Commerce.

1987. However, recent gains in metal mining and primary
metals processing have helped the industry recover somewhat.
Metal mining employment in the ten-state region collapsed from
49,000 workers in 1979 to 17,000 workers in 1986. Then
employment increased in 1988 and 1989 as metal prices surged.
Even so, 1990 regionwide labor income in this sector is far
below its level a decade ago: $945 million in 1990 compared
with more than $2 billion each year in 1979, 1980, and 1981.
Metal mining made its biggest recovery in Montana. Since
1985, the state’s metal mining employment has more than
doubled; labor income has nearly tripled. In 1990, Montana’s
metal mining labor income was fifth in the ten-state region.
However, labor income in Montana’s nonmetal mining sector
has fallen by 20 percent since 1985 and the state now ranks
seventh in the region. Montana’s once flourishing metals
refining and processing industry now ranks sixth in the ten-state
region.
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Table 5

State Resource Industry Dependency and Labor Income
Growth
State Total Labor
Resource Industry
Resource Industry
Dependency*
Pacific Northwest
Washington
Oregon
Idaho
Rocky Mountains
Colorado
Utah
Wyoming
Upper Plains
Minnesota
N. Dakota
S. Dakota
Montana
U.S.

Labor Inc. Changeb
1979-90

1985 - 90

Income Changeb
1979 - 90 1985 - 90

1979

1990

+13%
+19%
+22%

+10%
+15%
+23%

-5%
-15%
+18%

+18%
+9%
+35%

+25%
+11%
+14%

+24%
+21%
+19%

+10%
+12%
+29%

+8%
+8%
+22%

-2%
-22%
-39%

-5%
+13%
-16%

+25%
+23%
-20%

+6%
+11%
-12%

+15%
+21%
+26%

+12%
+16%
+22%

-6%
-32%
-12%

+17%
-17%
+35%

+21%
-9%
+5%

+15%
-2%
+19%

+18%
+11%

+15%
+7%

-22%
-14%

+41%
+1%

-7%
+24%

+7%
+15%

Source: Bureau of Business and Economic Research, The University of Montana (using U.S. Dept, of
Commerce data).
•Total natural resource industry labor income as a share of total labor income.
bPercent change in constant dollars.

Resource Industry Dependency
and Economic Growth
How does resource industry depen
dency affect a region’s potential for long
term economic growth and stability?
Because resource industries tend to be
unstable and slow-growing—if not
declining—sectors of the economy,
heavy dependence on them by a state or
region is viewed by many economists as
an economic liability. This notion is
evaluated in light of the region’s recent
experience.
Table 5 shows resource industry
dependency, percentage change in
resource industry labor income, and
percentage change in economy wide labor
income for each state in the region and
for the U.S. as a whole. Percentage
changes in income are shown for the
entire decade (1979-90), and for the last
five years (1985-90)—during which

F igures 2 0 & 21

State Resource Industry Dependency and
Long-term Regional Economic Growth Potential

Resource Industry Improvement and
Short-term Regional Economic Recovery

Resource Industry Dependency, 1979

Change in Resource Industry Labor Income, 1985 - 90

Source: Bureau of Business and Economic Research, The University of Montana.
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much of the region, including Montana, recovered somewhat
from the mid-1980's very poor economic conditions.
First let’s examine how resource dependency may affect a
state’s long-term economic growth potential. Figure 20 plots a
state’s 1979-level resource industry dependency in relation to its
change in total labor income over the decade. As measured by
the decade’s overall percentage change in labor income, states
with the least resource industry dependency entering the 1980s
tended to experience the greatest economic growth during the
1980s. Colorado, the state least dependent on resource indus
tries, increased its total labor income by 25 percent over the
decade. The three other least dependent states—Utah, Washing
ton, and Minnesota—also grew by 20 to 25 percent.
Meanwhile, states more dependent on resource industries
fared quite differently. The most dependent state, Wyoming,
suffered through a labor income decline of 20 percent. North
Dakota, also heavily resource industry dependent, did not fare
well. Nor did Montana.
Therefore, the region’s experience during the 1980s rein
forces the notion that resource industry dependency may limit a
state’s potential for long-term economic growth.
At the same time however, recent improvements in the
region’s natural resource industries played an important role in
many states’ recent economic recoveries. Figure 21 shows that
states with the greatest percentage gains in resource industry
labor income since 1985 also tend to be those with the greatest
recoveries. Resource industry labor income in both Idaho and
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South Dakota increased 35 percent; economywide, labor income
in these states increased nearly 20 percent. Two of the three
states in the region with continuing declines in their resource
industries—Wyoming and North Dakota—also had continuing
declines in statewide labor income.
Led by increases in agriculture and metal mining, Montana’s
resource industry labor income increased by more than 40
percent for the period. This increase helped improve economic
conditions in the state, but total labor income recovered by only
7 percent. Agriculture accounted for much of Montana’s recent
gain in resource industry labor income. But incomes in that
sector were merely returning to levels lost in the mid-1980s.
Therefore, this may account for the resulting gain in overall
labor income being less substantial than might have been
expected.
Regional experience suggests that resource industry depen
dency may be considered a long-term economic liability.
However, resource industries are components of the region’s
economic base, and they continue to play a central role in the
economy. Moreover, improvements among resource industries
can greatly assist in improving overall economic conditions. ■
Larry D. Swanson is director o f economic analysis at the
Bureau o f Business and Economic Research, The University of
Montana, Missoula, Montana.
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Figures 1 & 2

Regional Land Price Indicies
(1971 = 1.00)

Regional Machinery Investment

Land Price Index
2.5

Millions o f 1991 dollars

t

North Dakota

71

76

'80

'84

'88

'91

Source: U.S. Department of Agriculture.

Agriculture
by Myles Watts
Four indicators of the strength of regional agricultural
economies are land prices, machinery investment, debt level,
and debt-to-asset ratios. Land values grew rapidly from 1960,
reached a peak in 1980 (1979 in Wyoming), and then rapidly
declined. Currently, land prices are below 1960 levels in Idaho,
Montana, and Wyoming and they approximate 1960 levels in
North Dakota. Recently, land prices have been stagnant in all
four states. However, smaller geographic regions within states
have grown substantially.
Machinery investment, which indicates the degree of farmers'
optimism or pessimism, increased in all states until 1977 and
then declined through 1986. This 10-year decline averaged
about 4.5 to 5 percent annually in Idaho, North Dakota and
Wyoming, and implied that little replacement was occurring.
Montana machinery investment declined 3 percent per year over
the same period, indicating severely depressed machinery
purchases. During the last four years, machinery replacement
has been about equal to depreciation, so the level of machinery
investment is being maintained.
Farm debt followed similar trends; it expanded from 1960 to
1980. By December 31, 1990, farm debt had declined by 42 to
51 percent from its peak in the four states. Such large declines
in debt are unusual, particularly for a sector where a high
proportion of inputs are durable. Debt-to-asset ratio is 18
percent in Idaho, 13 percent in Montana, 16 percent in North
Dakota, and 12 percent in Wyoming.
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Montana Agricultural Economy
Although the degree is much different, irrigated, dryland crop,
and pasture lands in Montana followed the same general upswing
and then downturn. Grazing land is at 36 percent of its peak
value, dryland crop land at 50 percent, and irrigated land at 45
percent. Overall since 1950, grazing land has increased in value
by 120 percent, dryland crop land by 72 percent, and irrigated
land by 25 percent.
Agricultural lenders’ market share has varied throughout the
last 30 years (Figure 6). The Farm Credit System's share grew
rapidly during the ’60s, maintained about 30 percent of the
market throughout the ’70s and early ’80s, and declined during
the late ’80s. Debt trends generally followed land prices, so when
land prices declined, the Farm Credit System lost collateral value,
which led to its well-publicized problems of the mid-’80s.
Beginning in the early ’70s, but particularly during the difficult
early ’80s, Farm Home Administration's market share rose
rapidly—in fact tripling its share of Montana’s farm debt between
1976 and 1986. Although individuals and others have financed a
significant portion of Montana’s farm debt, their market share
declined precipitously during the ’80s. By contrast, banks’ market
share has increased in recent years and approximately offsets the
decline by individuals and others. Life insurance companies and
the Commodity Credit Corporation are smaller but still signifi
cant lenders.
While volatile, Montana’s agricultural cash receipts have
shown no long-term upward or downward trend over the last 40
years. During the last 40 years, government payments—most of
which are associated with cropping—have risen from less than 1
percent of total agricultural receipts to nearly 16 percent. Relative
to total crop receipts, government payments reached a peak of 41
percent in 1986, and dropped to 29 percent in 1990.

Forecasts
Cattle, wheat, and barley generate over 80 percent of
Montana’s agricultural market cash receipts. Cattle prices will
soften over the next few years as cattle numbers grow. Demand
for beef likely will weaken a modest amount as the population
continues to age (older people eat less beef than younger adults).
Grain prices are heavily dependent upon international markets.
Declining stocks and a weak dollar should influence grain prices
positively. The upward movement in grain prices should more
than offset softening livestock prices, resulting in a modest
growth in cash receipts above the rate of inflation. A similar
upward trend in land prices may be expected if the inflationadjusted interest rate remains low. ®
Myles Watts is a professor o f agricultural economics and
economics at Montana State University, Bozeman, Montana.
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Health Care
by Rudyard Goode
U.S.

Montana's health service industry continued its long-term
growth pattern through 1990; employment increased nearly 3
percent over 1989. Nationwide, health industry growth for the
same period approached 4 percent.
Each of Montana's major industry segments shared in gains:
practitioners' office employment rose about 4 percent; hospitals
a little less than 3 percent; and nursing homes just over 2
percent.
Hospital and practitioner activity is concentrated in three
trade centers. Nursing homes are more dispersed.
U.S. spending for health care keeps on growing at rates well
above inflation. 1990 was the third consecutive year for double
digit increases in spending. The 1990 health care bill totaled
about $670 billion—$2,600 for every man, woman, and child in
the country. Health care expenditures accounted for more than
12 percent of the country's Gross National Product.
Government programs pay for just over 40 percent of U.S.
health care. Private insurers pay for a third and the rest—about a

Montana
Total health care

__13.9%

ZH 2.7%

m 4 .0%

Practitioners
Hospitals
Nursing homes
Non-agricultural

□ 2.8%
_ | 2.0%
1.8%

Source: Research & Analysis Bureau, Montana Department of Labor
& Industry.

quarter of the total— is paid by individuals. In Canada there is a
single payor, the provincial government. ■
Rudyard Goode is a professor o f finance, School o f Busi
ness Administration, The University o f Montana, Missoula,
Montana.

Figure 2

The Nation's Health Dollar: 1990
Where It Came From

Source: Health Care Financing Administration.
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Figures 1,2,3

Nonresident Skier Visits

Travel and Tourism
by Steve McCool

Sources: USDA Forest Service and Institute for Tourism
and Recreation Research

Number of Visitors Entering by Highway8

Source: Montana Department of Transportation and Institute
for Tourism and Recreation Research.
'Excludes long-haul, over the road truck traffic and other
commercial and military transport.

Estimated Nonresident Expenditures

Early in 1991, the nation’s travel and tourism industry was hit with a
triple peril: recession, war, and the threat of terrorism. Nationally, intercity
auto travel was flat and domestic air travel was down about 3 percent. For
many regions of the United States, the travel and tourism industry had a
difficult year.
In contrast to the 1981-82 recession, Montana’s travel and tourism
industry somehow escaped the negative impacts of 1991’s national and
international events. Nonresident skier visits continued to climb in 1991
despite a weak beginning caused by poor weather during the 1990 holiday
season. Nonresident highway visitors increased about 2 percent while air
travel to Montana increased about 4 percent. Visits to Montana’s national
parks reached all time highs; Yellowstone recorded nearly 3 million visits.
Glacier more than 2 million visits.
The state’s accommodation tax revenue is another key indicator of travel
trends. Revenue increased 10 percent or more on a year to year basis for each
of the first three quarters of 1991.
Nonresident spending also increased.. Preliminary estimates suggest total
nonresident spending in Montana during 1991 will reach about $815 million,
an increase of 7 percent over 1990.
Montana’s tourism and recreation industry did not follow national trends
because its principal markets—the upper Midwest, the Northwest and
California—did not suffer in the recession as much as other regions of the
nation. Montana also may have benefitted from an estimated 10 percent
decline in U.S. citizen departures for overseas, a stronger Canadian dollar,
and the new Goods and Services Tax in Canada.
Projections suggest continued softness in the tourism and recreation
industry nationwide; lingering effects of the 1991 recession and low con
sumer sentiment may lead to only marginal growth in 1992. Montana’s 1992
performance will depend on strength in regional and Canadian economies,
consumer optimism in our principal markets, and effectiveness of statewide
promotional efforts. The quality of our product also will be a factor. ■
Figure 4

Estimated Nonresident Expenditures
Steve McCool is
director o f the
Institute for Tourism
and Recreation
Research, The
University o f Mon
tana.

Source: Institute for Tourism and Recreation Research.

30

Source: National Park Service.

Montana Business Quarterly!Spring 1992

MAJOR INDUSTRIES

The Forest Products Industry
in the Pacific Northwest Region
Subregional Distribution of the Wood
and Paper Products Industry

by Charles E. Keegan III
During the late 1980s, nearly 15 percent of the world’s
softwood sawtimber harvest came from the Pacific Northwest
region; it produced nearly half the softwood lumber consumed
in the United States. (See the map.)
During the late 1980s, this region’s primary wood and paper
products industry yielded an average sales value of about $28
billion (Table 1).
Of this total, about 40 percent originated in British Columbia.
Oregon and Washington generated about 23 and 25 percent
respectively, while Alberta, Idaho, and Montana contributed a
total of 12 percent.

Industry Structure
In British Columbia, Idaho, Montana, and Oregon, lumber
manufacturing is the largest component of the forest products
industry. Pulp and paper constitutes the major industry in
Alberta and Washington. Pulp and paper products and lumber
accounted for about 82 percent of the annual sales in the region
during the late 1980s. Structural panels (primarily plywood) and
log exports each accounted for about 8 percent of total sales.
The remaining 2 percent was composed of several other
products, including utility poles, posts and small poles, cedar
products, and log homes. Montana had the largest percentage of

sales in this other products category due to its log home indus
try, the largest among the western states.
Log exports constitute a major portion (18 percent) of sales

Table 1

Sales Value by Industry Sector, Primary Forest Products Industry
Representative Year, 1987 - 89
Millions of U.S. dollars
British
Columbia

Idaho

Montana

Oregon

Washington

Total

$270

$4,899

$610

$441

$2,566

$1,227

$10,013

26%

44%

52%

44%

40%

17%

36%

$240

$338

$100

$135

$1,100

$260

$2,173

Sectors

Alberta

Lumber
Plywood and other
structural panels
Pulp, paper, and
other residuerelated products
Log exports
Other products
Total

23%

3%

9%

14%

17%

4%

8%

$512

$4,856

$420

$2,300

$4,200

$12,663

50%

44%

36%

$375
38%

36%

60%

46%

$0

$676

$2,331

6%

18%

8%

$6

$338

$40

$0
a
$42

$1,300

6%

$5
a

$350

a

$40

$50

$516

1%

3%

3%

4%

1%

1%

2%

$1,028

$11,107

$1,175

$993

$6,356

$7,037

$27,696

100%

100%

100%

100%

100%

100%

100%

Sources: Compiled by the Bureau of Business and Economic Research, The University of Montana, using data from the U.S. Dept,
of Commerce; B.C. Factbook; Alberta: Industry and Resources; U.S.D.A. Forest Service, and other sources.
Note: *Less than 0.5 percent.
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Table 2 illustrates the percent of softwood lumber sales to
various destinations. British Columbia sells about one-third of
its lumber outside the United States and Canada—primarily in
Europe and Asia—while Alberta and interior British Columbia
are more dependent on U.S. markets.

Table 2

Destination of Softwood Lumber
Percent of Total Sales
Representative Year 1988 - 90
L an ad a

O ther

Alberta

40%

55%

5%

British Columbia
Interior

30%
33%

38%
58%

33%
8%

Idaho

a

97%

2%

Montana

a

95%

3%

Oregon

-

90%

9%

Washington

a

84%

15%

Employment and Income to Workers
During the late 1980s, the forest products industry in this
region directly employed some 275,000 wage and salary
workers per year, and more than 300,000 people including the
self employed (Table 3). These workers earned about $7-8
billion annually.
In much of the region’s economy, the forest products industry
is an important component. Throughout the region, the industry
is relatively most important in British Columbia—in the late
1980s, 10 percent of total worker income was directly in the
forest products industry. Next comes Oregon with about 8
percent of total labor income directly in the forest products
industry. In Idaho, the figure is 6 percent, in Montana 4 percent
and in Washington 3.5 percent. Just over 1 percent of Alberta
worker income is directly in the forest products industry.
Industry employment and income were particularly high for
three contiguous geographic areas in this region. Interior B.C.
has over 15 percent of total worker income in the forest products
industry—certainly one of the highest concentrations in Canada.
In the U.S., using the same measure, the two highest concen
trations of forest products industry activity also are found in this
region. They are: Idaho's ten northern counties combined with
Montana’s nine western counties, and southwestern and south
central Oregon. In both of these areas, more than 15 percent of
total labor income was directly in the forest products industry.
See the map for county level concentrations.

Sources: Compiled by the Bureau of Business and Economic
Research, The University of Montana, using data from the U.S.
Dept, of Commerce; B .C . F a clb o o k; A lb erta : In d u stry a n d
R esources; U.S.D.A. Forest Service, and other sources.
Note: 'Less than 2 percent.

in Washington. The state’s pulp and paper industry also is quite
large and these two facts give Washington’s forest products
industry a considerably different profile than other states in the
region.

Market Areas
The major market for each province and state is the United
States. However, Canadian manufacturers sell considerably
more of their products in overseas markets than do U.S. produc
ers.

Table 3

Employment and Timber Harvest, Wood and Paper Products Industry
Representative Year, 1987 - 89
Employment:
wage, salary and
self-employed
Wage and salary only
Timber harvest, MMBF Scribner
Employment per MMBF
of timber harvested:
wage, salary, and
self-employed
Wage and salary only

Alberta
a

British
Columbia

Idaho

a

2 0 ,1 0 0

1 0 ,0 0 0

1 0 0 ,0 0 0

1,400

14,100

16,200
1,850

a

a

1 0 .8 6

7.14

7.09

8.76

Montana

Oregon

11,700
9,500
1,270

89,000
79,600
8,180

67,000
60,000
6,800

275,300
33,600

9.21
7.48

1 0 .8 8

9.85
8.82

8.19

9.73

W ashington

Total
a

a

Source: Compiled by the Bureau of Business, The University of Montana, using data from the Alberta Statistical Review;
Forestry Canada; B.C. Factbook; Western Wood Products Association, and other sources
Note: 'Comparable figures unavailable.
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Outlook
The recession impacts on markets and production should not
be as extreme or lengthy as the 1982 recession, but the recovery
is not expected to be as robust in terms of increased building
activity and consumption of wood products. The recession is
dealt with in more detail below.
Supply curtailments, especially in the western United States
but also in British Columbia and eastern Canada, lead analysts to
project substantially higher real prices for wood products.
Assuming analysts are correct, my projected outlook for
1992-1995 relative to pre-recession operating levels
follows. Montana’s impacts are dealt with in a separate section.
Alberta: has uncommitted timber resources, new mills under
construction, and should see substantial increases in sales and
employment.
British Columbia: the timber resource was close to fully
committed in the late 1980s; environmental constraints and
physical resource constraints indicate lower production in the
1990s (some analysts project as much as a 15 percent decline).
Northwest states face the same pattern of constrained supply
due to:
• lower volumes available from the national forests because
of environmental/legal/administrative/social constraints; and
• lower volumes available from industrial private lands
because the timber resource cannot sustain recent harvest
levels.
Idaho: least affected in next two to three years because
volume under contract from national forests still relatively high;
national forests indicate 1992-1995 sale offerings substantially
below late 1980s harvest levels with potential large declines in
mid-1990s.
Washington: most difficult to project; least dependent on
federal lands (only 18-20 percent of harvest) but much of that is
in spotted owl habitat; heavy log export of private timber means
more than 30 percent of timber processed comes from federal
lands. The pulp and paper industry is based primarily on wood
fiber residue—in the form of chips—from sawmills. Sawtimber
shortfall will reduce chip supplies but alternative sources of
suPPty (non-sawtimber logs, recycled paper, chips now being
exported) can fill some of the gap.
Oregon: largest decline because the state depends on federal
lands for more than 50 percent of timber processed, much of it in
spotted owl habitat; substantial declines also expected from
industrial private lands—harvest could fall to less than half of
late 1980s levels.
Very high wood product prices could offset some of the
negative impacts of reduced timber supply by making more
timber available and perhaps making the industry more labor
intensive.
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Figure 1

U.S. Softwood Lumber Consumption, 1972 - 95

Sources: Resource Information Systems Inc.; Western Wood
Products Association.

Impact of the Recession
The recession’s impact on markets and production will not be
as great as the previous two recessions, nor will the recovery be
as robust. With the double dip recession of the early 1980s,
softwood lumber consumption in the United States dropped 24
percent from the pre-recession peak in 1978. With the recovery,
lumber consumption reached a record high of 50 billion board
feet in 1987 (Figure 1).
In the current recession, lumber consumption probably will
fall only about 14 percent below the 1987 peak. But with a
recovery in the national economy, annual lumber consumption
in 1993-1995 probably will not surpass the 1987 peak.
Demand for lumber did not fall as far during this recession
because:
• The traditionally volatile housing industry occupies a
smaller portion of total consumption;
• The repair and remodel market has remained fairly strong
in 1991.
Impact in Montana

Montana’s wood products industry will be much less affected
by the current recession than by the 1980-1982 recession which
caused substantial declines in production, employment, and
sales value (Figures 2 and 3). From the late 1970s to 1982,
industry employment fell nearly 30 percent from about 13,500
workers in the late 1970s to 9,700 workers in 1982. By contrast,
industry employment will drop only 5 to 10 percent in 1991
relative to the late 1980s. Also in 1982, on average more than
half the larger mills were closed or curtailed throughout the
year; in 1991 more than two-thirds operated at normal levels.
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National Recovery

The national recovery from this recession is expected to
differ substantially from previous recessions because it will not
involve dramatic increases in the volume of wood products
consumed. Figure 1 illustrates the projections. With a recovery
in the national economy, annual lumber consumption in 19931995 probably will not surpass the 1987 peak.
However, analysts are generally projecting substantially
higher real prices for products due to supply curtailments—
especially in the Pacific Northwest but also in other parts of
North America.
Recovery in Montana

For Montana, employment trends coming out of this reces
sion should be much different than recovery from the 1982
recession. Montana’s recovery from the 1980-1982 recession
involved substantial increases in forest industry employment:
from 9,700 workers in 1982 to nearly 12,000 workers in the mid
and late 1980s.
In contrast, current and projected timber supply difficulties in
Montana could lead to substantially lower employment even as
markets improve. Preliminary estimates indicate declines in
employment of 15 to 40 percent from prerecession forest
industry employment levels.
The potential for dramatically higher prices makes it particu
larly difficult to project the future of Montana’s forest products
industry. Generally higher prices would be beneficial for the

industry. For example, high prices should increase the available
timber supply through such things as:
• encouraging more nonindustrial timberland owners to sell
timber; and
• allowing logging on currently “below cost” areas.
Higher prices also may make new more socially and scien
tifically acceptable timber harvest systems economically
feasible. These systems may increase the timber supply and
make the industry more labor-intensive on the logging side.
Also, at least in the short run, very high prices seem to make the
manufacturing side of the industry more labor intensive as
happened in the late 1970s.
Needless to say, the uncertainty levels are very high in the
forest products industry at this time. Recently, a number of
timber sales on public lands have brought very high prices, and
if anticipated high product prices do not come to pass, timber
supply problems may be exacerbated because mills have timber
under contract that they may be financially unable to harvest ®
Charles E. Keegan III is director o f forest products industry
research and research associate professor. The University of
Montana, Missoula, Montana.

Figures 2 &3

Industry Employment in M ontana, 1978 -1992

Sources: U.S. Dept, of Commerce; Bureau of Economic Analysis; Bureau of Business and Economic Research, The University of
Montana.
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